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A BRIEF ON UNEMPLOYMENT INSURANCE LEGISLATION FOR 
SUBMISSION TO THE HOUSE OF COMMONS STANDING 
COMMITTEE ON LABOUR, MANPOWER AND IMMIGRATION 


Ad Introduction 

The Canadian Federation of Mayors and Municipalities is 
in agreement with the objectives of the proposed unemployment 
insurance legislation. It is well recognized and accepted that 
the problems of economic insecurity are as much a part of our 
society today as they were at the inception of unemployment insu- 
rance in 1940. We therefore have no quarrel with the two basic 
objectives of the new plan namely coping with the contingency of 
interruption of earnings for unemployed persons and facilitating 
their reabsorption into a productive capacity. However, we are 
compelled to point out the financial implications for local govern- 
ment of the concept of "partial" universality introduced by the new 
legislation. In light of the discriminatory treatment accorded 
local government vis-a-vis provincial government we feel it nece- 
ssary that some comments be made on the implications of this 
treatment for federal - provincial - municipal relations and in 
particular for the coordination of the taxing and spending respon- 
sibilities of the three levels of government. 

II Financial Impact of the Proposed Legislation on 

Local Authorities 

The introduction of the concept of universality will have 
a pronounced effect on local government unemployment insurance expen- 
ditures. The following table outlines present and proposed coverage 


as it effects local government employment. 


oe 


Unemployment Insurance Coverage 


Included Excluded 
Present Legislation Casual/seasonal Teachers, hospital 
employees and workers, police and 
some permanent the majority of per- 
employees manent municipal 
employees 
Proposed Legislation Teachers, hospital = =—-=-<-------- 


workers, police and 
all employees of 
municipal government 
Under existing legislation municipal government has 
the right to exclude permanent employees. Since neither the Dominion 
Bureau of Statistics nor the Unemployment Insurance Commission can 
provide statistics on the number of municipal employees presently 
covered by unemployment insurance, we carried out a survey of Canadian 
municipalities. On the basis of the 106 replies to that questionnaire 
we estimate that of the 201, 425 persons* employed by local government 
as at December 30, 1970, about 45% (91,000) are presently covered 
by unemployment insurance. We believe that the proportion is as 
high as it is because many municipalities were not made aware of 
the original exception clause. This result indicates that a further 
110,000 municipal employees must be covered if this legislation 
is approved. 
The concept of partial universality will apply as well to 
approximately 268,000 Canadian teachers who will for the first time 
be covered by unemployment insurance. In view of the increasing 


efforts by various provincial governments to hold the line on education 


costs by curtailing the rate of increase in grants, it seems fair to 


* ; 
Dominion Bureau of Statistics. Local Government Employment (October- 


December 1970). This figure excludes employment related to municipal 
enterprises such as transit systems and telephone companies as well as 
school boards and municipally owned hospitals. 


as 

us to assume that the employer cost of covering teachers is going 

to be met in large part by an increase in property taxes. Thus, 

the proposed legislation implies an increase in coverage of at least 
378,000 persons who are employed directly or indirectly by local 
government. Lt tssarminimum since aterelates to the year 1970: and 
does not provide for a normal annual rate of growth in employment 

as noted above. 

Though we have no accurate statistics on the total expen- 
diture of local government for unemployment insurance coverage, and 
none are forthcoming from Unemployment Insurance Commission and the 
Dominion Bureau of Statistics, our questionnaire has again 
provided us with the basis for estimates of the total cost involved. 
The following table summarizes our estimates of the financial impli- 
cations of the proposed legislation for local government.* 


Immediate Financial Impact of Unemployment 
Insurance on Local Government 


(Millions of Dollars) 


Casual /Seasonal Teachers owas 
and Permanent Employees 


Estimated cost 
under present . 
legislation Wie © Pel pee gn eh i eal Dah 


Estimated cost 
under proposed 
legislation to ac DIESE) 36.0 


The preposed legislation will increase local government expen- 
ditures by 600% at least-from $5.7 million to $36.0 million. We consider 


this estimate to be low for two reasons: 


* 
Our estimates are an extrapolation of the statistics noted in the table 
appended to this brief. 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/61119725265 


alias 
= The figures are based on additional coverage of 
378,000 persons. As explained earlier, exclusion 
of certain municipal employees from the base for 
initial calculations and the failure to take into 
account normal growth in following years make 
this estimate a minimun. 

= We have not considered the layoff factor (prin- 

ciple of experience rating) in our cost estimates. 

dhe sineroduction ‘of (the layolt factormwill adversely affect. Lo- 
cal government because of the very nature of important municipal respon- 
eibiticiees There is a marked seasonal employment pattern associated 
with such local government activities as parks and recreation and street 
construction and maintenance. As a result, the principle of experience 
rating will penalize local government because of the very nature of 
their responsibilities. 

It has been argued that welfare expenditures will fall as 
unemployment insurance recipients find it less necessary to draw on 
funds from local welfare offices. In some provinces welfare expendi- 
tures are entirely the responsibility of the province. Therefore, in 
those provinces this legislation could reduce provincial welfare 
expenditures but at the expense of municipal government. In the re- 
maining pew aaee where municipalities share part of the burden of 
welfare expenditures, it is by no means clear that the increased unem- 
ployment insurance benefits will lead to a reduction of municipal welfare 


costs. 
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III Implication for Tri-level Cooperation 


The financial implications of the proposed unemployment 
insurance for local government is clear - an additional burden on 
the property tax of at least $36 million. This extra burden is 
unilaterally imposed at a time when local governments across the 
country in cooperation with their respective provincial governments 
are making every effort to minimize, indeed to reduce, the present 
property tax burden. 

The Canadian Federation of Mayors and Municipalities is 
acutely aware of the need for all levels of government to coordinate 
their spending and taxing policies. The Canadian Taxpayer is demand- 
ing rationality in the setting of government tax policies and accounta- 
bility for their results. He is no longer satisfied with the argument 
that one level of government has imposed spending programs which necessi- 
tate tax increases at another. Local government is elected to plan and 
implement programs according to the needs and priorities of local commu- 
nities. It is unable to carry out its mandate if it continually faces 
imposed programs from other levels of government which force it to 
either raise taxes or cutback on the quality and/or level of services 
provided to the community. If there is to be no coordination of programs 
and policies then at the very least there must be choice. 

IV Recommendation 

Choice has been offered to one level of government. We request 
that local authorities be given the same option as provincial governments 


are given to either cover all or none of their employees. Faced with 
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the choice, it will become the responsibility of each and every local 
couneil to. decide if it wants to raise taxes and/or cutback on other 
expenditures. In view of the present uncoordinated state of tax and 
spending policies the very least that each level of government deserves 
is some measure of choice in deciding on programs and policies for its 
jurisdiction. 

We specifically recommend that section 3(2) (e) of Bill C-229 
be amended to read "employment in Canada under Her Majesty in right of 


a province or under any municipal authority". 
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